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There have been many recent studies on long term energy demand in
the U.S., both inside the government and elsewhere. Using the existing
studies and in the interest of assessing the possible results of
a Federal conservation strategy involving enhanced Federal action
for conservation and reliance on available technology through 1990,
projections of consumption by end-use in that year were done. For a
real GNP growth rate of 3.1 percent, the in-house analysis shows the
following possible energy savings in 1990 in comparison with actual
consumption in 1978 and a projection of "business as usual" practices:

U.S-> Energy Consumption (Quads)

1978 Consumption
1990 No Change Path
1990 Possible
% Savings

Residential/
Commercial

28.5
43
30
30%

Industrial  Transportation  Total

30.0
47
38
20%

20.6
24
18
25%

78.1
114

86

These savings look attainable, especially since they do not entail
major technological breakthroughs. Achievement of this level of energy
savings, however, does entail a much sharper focus of Federal action
than has been the case to date. Out strategy is to treat these savings
as minimums to be attained, and hopefully exceeded, through careful and
discrete application of a range of Federal actions all designed to
stimulate market response.

To arrive at the desired focus of Federal action we have to review the
end user investment oriented programs and put them in order of desirability
from an economic efficiency standpoint. The "best" programs would be
those aimed at stimulating investments with benefit/cost ratios greater
than one at current fuel prices; the next "best" would be those with ratlsss
greater than one at replacement cost prices for fuels, and the remaining
programs can be tested against the level of premium (over replacement
cost) for environmental and security factors which would bring the
ratios to one.

The policy implications of a cost-effectiveness ranking must be couplad
with a recognition of the relative urgency of response. Americans
living near or below the poverty level do not have discretionary income
to redirect towards higher energy prices or towards major conservation
investments. Although the energy savings may not be as high as those
available from other conservation investments, the government has a
social responsibility to provide direct assistance in.emergencies and
longer-term aid to quickTy reduce inefficient energy use. Such Inform*
tion should'be presented to policy-makers along with benefit/cost
ratios so that balanced judgements can be made. This prioritizing of
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